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AMERICAN LOCOMOTIVE COMPANY 



To THE STOCKHOLDERS: 

American Locomotive Company at War 

As this 40th Annual Report is written, the American Locomotive Company is at war. 
Any report on the Company’s affairs must start with that fundamental fact. Today 
the Company is a major arsenal of democracy, a major producer not only of tanks, 
but of gun carriages, shells, Diesel engines for American ships, and other items of 
ordnance which cannot be reported. 

If the protection of censorship could be lifted momentarily and you could see at 
first hand the work being done in the Company’s plants, you would be very proud. 
Your Company is doing a big job, and doing it ahead of time. 

Before Pearl Harbor 

When war came on December 7th, our production capacity was already stepped up 
to meet our share of the increasing demands of the national emergency. 

Passage of the Lease-Lend Act, and preliminary steps in our own national defense, 
had found the American Locomotive Company notably equipped to start the tank 
production stream flowing — thanks in no small measure to its extensive plant 
modernization and its program of centralization during the worst depression years. 
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THE WORLD'S LARGEST LOCOMOTIVE was built by American Locomotive during 1941 for the Union Pacific Railroad. 
Called “Big Boy" in the plants, the name caught public imagination and made headlines as the 7,000 horsepower giant (first of 
20 built during the year) was towed westward for its tests in the difficult Wasatch mountains. Union Pacific's President, after 
the tests, called it “the best locomotive that has ever been turned out of a locomotive plant." The photo above gives some idea of 
“Big Boy's" bulk. A 4-8-8-4 articulated Mallet-type locomotive it has an over-all-length of 132 feet and a weight of 1 £00,000 
pounds. Opposite is a full-length portrait. 
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Your Company was among the first to be given production orders. It was the first to 
deliver an M-3 medium tank. On November 18, 1941, the Schenectady Plant was 
awarded the Navy E for production excellence by the United States Navy. 

Operating Review 

At the end of the year, 75% of the Company’s production was “for war.” Backlog 
of business including Canadian orders stood at $253,200,000 on December 31, 1941 
' compared with $138,300,000 at the end of 1940. (As of March 1, 1942 unfilled 

orders were $299,400,000). 

Profits on war work (and practically all of your Company’s peace-time products 
are equally adaptable for wartime use) are rationed, and we would not have it 
otherwise. Net profits reflect the vastly increased volume of production. Net profit 
for 1941, after depreciation, taxes and all other charges was $5,628,741.57, which 
compares with $2,850,913.23 for 1940. Earnings were equal to the full yearly 
dividend requirements of the Company’s 7% Cumulative Preferred Stock plus an 
amount equivalent to $4.12 per share on the 767,900 shares of its outstanding 
Common Stock. 


In comparison with the previous year the following major items are of interest: 


Sales 

Wages and Salaries Paid Employees 
Number of employees 

Federal, state, municipal and social security taxes 
Percent of taxes to net income available for dividends 


YEAR ENDINC DECEMBER 31 


1941 

$73,745,608 
23,251,475 
14,362 
$ 5,588,197 
99.3 


1940 

$38,438,938 
11,934,062 
7,848 
$ 1,802,277 
63.2 


During the year the net current working capital increased by approximately 
$4,328,000. The ratio of current assets to current liabilities at December 31, 1941 
was approximately 2 to 1 as compared with 4.6 to 1 at December 31, 1940. 
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THE TANKS ARE COMING! Because American Locomotive had spent millions on plant modernization and reconstruction 
during the Depression's worst years , because your Company had the plants , the skilled men and the engineering “know-how” for 
building heavy-duty mobile power , it was the first U. S. industrial company to produce a hard-hitting medium tank and to get 
into line production — under lend-lease and later for the U. S . Army . American's subsidiary in Montreal has been called “the 
largest tank arsenal in the British Empire” Above is one of the new welded tanks. 

Obviously, this reflects the unprecedented expansion due to the tremendous respon¬ 
sibility placed upon your Company by its ability to adapt its peace-time activities 
and facilities to wartime demands and production. In this respect we have been 
substantially aided by the Governments of both the United States and Canada, 
through advances made, in carrying a volume of business that would otherwise be 
impossible with the relatively small current capital resources at the disposal of 
your management. 

Adequate provision has been made for notes and accounts receivable considered 

doubtful of full realization. The inventories were all verified by physical count, \ 

weight or measurement at or near the close of the year, under the supervision of 

responsible employees and were conservatively valued. At the close of the year 

commitments for the future purchase of commodities and materials had been made 

against unfilled orders at current prices to the extent permitted under present 

priorities restrictions and regulations. 
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Plant 


The scope of your Company’s war effort and future commitments to the Nation have 
made it necessary to utilize all of the plant facilities available. This has required 
a net increase in the investment in plant assets, chiefly in connection with production 
of regular products, of approximately $1,958,000, a large percentage of which was 
for renewal and betterment of equipment and facilities rather than increased capaci¬ 
ties. In addition, our plant capacities have been augmented by facilities costing ap¬ 
proximately $5,300,000, which are directly connected with our war effort and which 
have been financed by the Governments of the United States and Canada. Title to 
these facilities has been retained by the Governments. 


THE MAGIC NAME OF DIESEL is heard everywhere today. American Locomotive — first U. S. company to build a 
successful Diesel locomotive (in 1925) — last year maintained its strong position in the Diesel switcher field (largest current 
field for Diesel locomotives) and sharply increased its production of Diesels for main-line use. Meanwhile Diesel motors built by 
American Locomotive are today hurrying from the testing blocks into the holds of America's fighting ships. 





























Dividend, Policy 

Your Company has an obligation to its preferred shareholders. The amount of pre¬ 
ferred stock dividends in arrears at the close of the year ($15,046,332.75 or $42.75 
per share) cannot now be met out of earnings without great risk to the Company. The 
need for working capital rises, of course, during a period of great activity. Moreover, 
the currently very large excess profits tax has the effect of making it extremely diffi¬ 
cult, if not impossible, to retain out of earnings, during an active period, a profit 
sufficient to offset the losses of a reconstruction or a depression period. We are 
hopeful, however, that a proposal can be made which will permit your Company to 
deal with this obligation — possibly before the close of the year 1942. 

Locomotives 

During 1941 your Company delivered to U. S. and foreign railroads steam loco¬ 
motives valued at $10,148,496. This compares with deliveries valued at $13,621,281 
during 1940. It also delivered Diesel locomotives valued at $12,956,861, which 
compares with $7,227,752 for the preceding year. 

In collaboration with General Electric Company and Ingersoll-Rand, your Company 
built (in 1925) the first successful Diesel locomotive in the United States. Today it 
occupies a strong position in the field of Diesel switchers — largest current market 
for Diesel locomotives—and, in conjunction with General Electric Company, has 
sharply increased its work in the Diesel main-line field. A larger number of Diesel 
main-liners were sold for passenger and freight service than in any preceding year. 

Meanwhile American Locomotive also built the world’s largest steam locomotive and 
delivered twenty to the Union Pacific Railroad. After watching the performance of 
the first of these 7,000 horsepower giants for several months the President of Union 
Pacific telegraphed to say that it was “the best locomotive that has ever been turned 
out of a locomotive plant.” 

Building locomotives is today part of America’s war effort. On December 31, 1941 
the Company had unfilled orders for 349 locomotives which compares with a loco¬ 
motive backlog of 74 on December 31, 1940. Some of these are required to move 
the vast and growing volume of freight and passenger traffic in our own country in 
time of war. Some are destined for far corners of the earth, where supplies for armed 
forces of the United Nations must be hauled through jungles, across steppes, and 
over mountains. 
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HONORS CAME TO AMERICAN LOCOMOTIVE daring 1941. Top photo, left, shows His Excellency the Governor 
General of Canada, on a visit to American’s Montreal subsidiary, in conversation with your Company’s President and Chairman. 
Crown Prince Olav of Norway has also visited the Montreal Locomotive Works. Ltd. Photo, right. New York’s Governor Herbert 
H. Lehman examines an American Locomotive tank. Photos below show Major Paul Tanner, Ordnance Inspector, explaining a 
tank to New York’s Lieutenant Governor Charles Poletti at the testing grounds and President Fraser receiving the U. S. Navy 
“E” for production excellence on behalf of the Company’s Schenectady plant. 


The Future in the Present 

To meet the challenge of the present and of the future your Company is expanding 
in all divisions its already substantial expenditures for research. 

Everywhere in this world man is tearing down what he has built. One effect is to leave 
him poorer than he was in material things. But another is to create a vast reconstruc¬ 
tion job. If in the post-war world there is a worldwide need for heavy-industry — for 
mobile power — for big machines — in America, in Europe, in Russia, in Asia, in 
Africa, in China, in South America and on the ocean routes — American Locomotive 
Company will be ready for the tremendous job for which the past and the present 
have equipped it. 

Our problem is to learn, to watch, to think, to plan, to adjust, and to he ready with 
adequate resources. We are living in a period of great change. A primary responsibil- 
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ENGINES OF WAR AND 
PEACE were built by American 
Locomotive during 1941 — large 
and small gun carriages and loco¬ 
motives for New York Central , for 
example. Orders came from far 
and near — from Mexico , from 
Central America , from South 
America. And what the guns are 
destroying today must some day 
be re-built by master heavy-duty 
companies like American Loco¬ 
motive — which can build for war 
or peace , for land or sea — or for 
the waters under the earth. Facing 
is a photo of one of the two huge 
shields built by American Loco¬ 
motive for use in digging New 
York 9 s Brooklyn-to-the-Battery ve¬ 
hicular tunnel. It is 31 feet 8 
inches in diameter and weighs 
484,000 pounds. 
















ity of your Company is to continue to grow in skill, experience, knowledge and useful¬ 
ness during the war period — never forgetting that there is a new tomorrow coming 
when the skills learned in war will be added to the skills of peace to build a new 
world. 

Public Policy 

Throughout the war period we intend to maintain our relations with our peace-time 
customers, with the financial world, with the trade and, to a greater extent than we 
have ever before attempted, with the American people. We consider this a wise 
corporate policy in a time of war when the peace-time reputations of men and 
companies and products may so easily be forgotten. 

Employee Relations 

In our plants there is neither grimness nor confusion but the steady relentless pressure 
of skilled men working with enthusiasm at a vital job they know how to do as well 
or better than anyone else in the world. Wartime is a period when closer relationships 
within the Company family — when education — when unity of action — when 
clarity of purpose are of very special importance and your Company is therefore 
expanding its work in this direction. Meanwhile, the Board of Directors wants to 
express here its full appreciation of the loyalty and cooperation of the Company’s 
officers and employees. 
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Changes in Company Personnel 

George B. Motheral, a director of American Locomotive Company for 15 years, died 
on February 12, 1941. A director of the Railway Steel-Spring Company before that 


company was merged with American Locomotive in 1926, he succeeded to the direc¬ 


torate of this Company at that time. Your Directors lost in Mr. Motheral a wise 
councillor and a most efficient and delightful associate. 

Financial Statements 

The Consolidated Balance Sheet as at December 31, 1941, and the Consolidated 
Statement of Profit and Loss for the year then ended, together with a report of the 
Company’s accountants, Messrs. Leslie, Banks and Company appear on the following 


pages. 


Respectfully submitted for the Board of Directors. 



CHAIRMAN 


MARCH 10, 1942 
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